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them and what compensation they will receive if they fulfill these requirements.
A shift in management style at Xerox's Reprographic Business Group (RBG) provides a good example. In the first step toward establishing management in which managers take the initiative and show consideration for others, 44 specific, effective management behaviors were identified. Two factors that characterize modern leadership were found in many of these behaviors. One factor-initialing and organizing work-concentrates on accomplishing the tasks at hand. The second factor -showing consideration for employees -focuses on satisfying the self-interest of those who do good work. The leader gets things done by making, and fulfilling, promises of recognition, pay increases, and advancement for employees who perform well. By contrast, employees who do not do good work are penalized. This transaction or exchange-this promise and reward for good performance, or threat and discipline for poor performance -characterizes effective leadership. These kinds of transactions took place in most of the effective 44 leadership behaviors identified at Xerox's RBG. This kind of leadership, which is based on transactions between manager and employees, is called "transactiona! leadership."
In many instances, however, such transactional leadership is a prescription for mediocrity. This is particularly true if the leader relies heavily on passive management-by-exception, intervening with his or her group only when procedures and standards for accomplishing tasks are not being met. My colleagues and I have arrived at this surprising but consistent finding in a number of research analyses. Such a manager espouses the popular adage, "If it ain't broken, don't fix it." He or she stands in back of the caboose of a moving freight train and says, "Now I know v/here we are going." This kind of manager may use disciplinary threats to bring a group's performance up to standards -a technique that is ineffective and, in the long run, likely to be counterproductive.
Moreover, whether the promise of rewards or the avoidance of penalties motivates the employees depends on whether the leader has control of the rewards or penalties, and on whether the employees want the rewards or fear the penalties. In many organizations, pay increases depend mainly on seniority, and promotions depend on qualifications and policies about which the leader has little to say. The breaking of regulations rnay be the main cause of penalties. Many an executive has found his or her hands tied b3^ contract provisions, organizational politics, and inadequate resources.
TRANSFORMATIONAL LEADERSHIP
Superior leadership performance -transformational leadership -occurs when leaders broaden and elevate the interests of their employees, when they generate awareness and acceptarice of the purposes and mission of the group, and when they stir their employees to look beyond their own self-interest for the good of the group. Transformational leaders achieve these results in one or more ways: They may be charismatic to their followers and thus inspire them; they may meet the emotional needs of each employee; and/or they may intellectually stimulate employees. Exhibit 1 lists the characteristics of transformational and transactional leadership; these listings are based on the findings of a series of surveys and on clinical and case evidence.
Attaining charisma in the eyes of one's employees is central to succeeding as a transformational leader. Charismatic leaders have great power and influence. Employees want to identify with them, and they have a high degree of trust and confidence in them. Charismatic leaders inspire and excite their errjployees with the idea that they may be able to accomplish great things with extra effort. Further, transformational leaders are individually considerate, that is, they pay close atteiv tion to differences among their employee?.; they act as mentors to those who need heljp' to grow and develop. Intellectual stimulatio jn. of employees is a third factor in transformational leadership. Intellectually stimulating leaders are willing and able to show their employees new ways of looking at old problems, to teach them to see difficulties as problerqs to be solved, and to emphasize rational solutions. Such a leader was Lorenz Iversen, a. former president of the Mesta Machine Conipany, who said to his employees, "We got this job because you're the best mechanics in the world!" He practiced management-by-walliing-around and stimulated the developmetjt of many of Mesta's patented inventions. He is remembered for instilling pride and commitment in his emploj^es. Moreover, various types of evaluationsincluding performance ratings by both supervisors and direct reports, as well as standard financial measures -have produced a similar correlation between transformational behavior and high ratings. Managers tagged as high performers by their supervisors were also rated, in a separate evaluation by their followers, as more transformational than transactional. Their organizations do better financially. The same pattern emerged between followers' descriptions of shipboard Naval officers and those officers' supervisors' performance appraisals and recommendations for early promotion. And among Methodist ministers, transformational -not transactional -leadership behavior was positively related to high church attendance among congregants and growth in church membership.
THE BIG PAYOFF
Results were the same for evaluation of team performance in complex business simulations. Considerable credit for Boeing's turnaround since its 1969 crisis can be given to its chief executive, T. A. Wilson, who has emphasized technological progress, aggressive marketing, and a willingness to take calculated business risks. The confidence that Boeing employees have in Wilson, and their respect for him as a brilliant engineer and an outstanding leader, have instilled in them great pride in the company and its products.
EXTRA EFFORT FROM BELOW
Transformational leaders have better relationships with their supervisors and make more of a contribution to the organization than do those who are only transactional. Moreover, employees say that they themselves exert a lot of extra effort on behalf of managers who are transformational leaders. Organizations whose leaders are transactional are less effective than those whose leaders are transformational -particularly if much of the transactional leadership is passive management-by-exception (intervening only when standards are not being met). Employees say they exert little effort for such leaders. Nevertheless, leader-fdllower transactions dependent on contingent reward may also work reasonably well if the leaders can provide rewards that are valued by the followers.
Exhibit 2 illustrates the effect that transformational, as compared with transactional, leadership has on employee effort. The data were collected from 228 employees of 58 managers in a large engineering firm. The managers were ranked according to their leadership factor scores, which were based on descriptions of leaders by their employees and colleagues on the Multifactor Leadership Questionnaire. "Four-star" leaders were those who ranked in the top 25% on a leadership factor score; "one-star" leaders were among the bottom 25 % of managers on the leadership factor score. From 75% to 82% of the "four-star" transformational managers had employees who indicated they frequently exerted extra effort on their jobs. Of the "one-star" transformational managers, only 22% to 24% had employees who said they frequently exerted extra effort.
It is interesting to note that, as Exhibit 2 illustrates, being rated as "four-stcir" rather than "one-star" in transactional leadership did not have the same impact on emplo^^ees' extra effort as a high rating had for the transformational leaders. Similar findings have emerged from stxidies of leaders and their immediate employees at a diverse range of organizations, including Digital Equipment Corporation and Federal Express.
DIFFERENT STYLES OF TRANSFORMATIONAL LEADERSHIP
As noted earlier, certain types of behavior characterize the transformational leader. Yet transformational leaders vary widely in their personal styles. H. Ross Perot is selfeffacing: "I don't look impressive," he says. "To a lot of guys I don't look like I could afford a car." But Perot created the $2.5 billion ED!3 organization from his vision, initiative, err|-phasis on hard work, and a special organizational culture with strict codes of moralit'y and dress and quasi-military management. His personal involvement in the rescue of twp of his employees trapped as hostages in Iran in 1979 is an extreme example of individualized consideration, a transformational factor. Leslie Wexner of The Limited, Inc. enjoys a more flamboyant lifestyle. But like Perot, Wexner converted his vision of a nationwide chain of women's sportswear stores into a reality through his own hard work. He stimulates employee participation in discussions and decisions and encourages them to shade his vision of the company's future.
Many on Fortune's list of the ten toughest bosses would not live up to modern behavioral science's prescriptions for the gooidl leader: one who initiates the structure for interaction among his colleagues, and who doQs so with consideration for their welfare. Nevertheless, these tough bosses are highly successful as a consequence of the transformational qualities they display; Boeing's Wilson is ja case in point. Although they do initiate structure and may be considerate of their employees, these leaders succeed through such transformational factors as charisma and the ability and willingness to treat different subotldinates differently, as well as by providing intellectual stimulation for the employees. They frequently raise standards, take calculated risks, and get others to join them in their vision of the future. Rather than work within the organizational culture, they challenge and change that culture, as Roger Smith of General Motors Corporation did. Self-determin,ation and self-confidence are characteristic of them. They succeed because of these transf or-23
Exhibit 2 EMPLOYEES' EFFORTS UNDER VARIOUS LEADERS Transformational Leaders
Charisma "Four-Star" "One-Star"
Individualized Consideration "Four-Star" "One-Star"
Intellectual Stimulation "Four-Star" "One-Star"
Transactional Leaders
Contingent Reward "Four-Star" "One-Star" 
Management by Exception

TRANSFORMATIONAL LEADERS MAKE THE DIFFERENCE BETWEEN SUCCESS AND FAILURE
Fighting with far fewer men and tanks than his enemy had, against superior equipment, Ernst Rommel, the Desert Fox, won a series of victories in 1941 and 1942 against the British in North Africa, until he was overwhelmed at El Alamein. Because he was up front at the scene of the action, he could make more rapid assessments and decisions than could his British counterparts, who stayed 20 miles back in headquarters. This, and his willingness to accept calculated risks, contributed to his legendary speed, surprise, and boldness, as well as to the continuing high morale of his troops.
Napoleon declared that an army of rabbits commanded by a lion could do better than an army of lions commanded by a rabbit. He was not far from the truth. With all due respect to social, economic, political, and market forces, and to human resources policies that affect an organization's health, having a lion -or, in Rommel's case, a fox-in command rather than a rabbit frequently means success for the organization. Lee Iacocca of Chrysler Corporation and John Welch of General Electric, who have become folk heroes (or folk devils, to some), are contemporary examples of the importance of transformational leaders to their organizations.
Leadership makes its presence felt throughout the organization and its activities. We have found that eraployees not only do a better job when they believe their supervisors are transformational leaders, but they also are much more satisfied with the company's performance appraisal system. Likewise, mass communications directed toward individual employees are much more likely to have an impact if the messages are reinforced face-toface by their supervisors at all organizational levels.
Transformational leadership should be encouraged, for it can make a big difference in the firm's performance at all levels. Managers need to do more than focus on the exchange of material,, social, and personal benefits for services satisfactorily rendered. The charismatic leader, like the flamboyant Ted Turner of Turner Broadcasting System, Inc. can instill a sense of mission; the individually considerate leader, like the shy and self-effacing Roberto Goizueta of the Coca Cola Corporation, can lead employees to take an interest in higher-level concerns; the intellectually stimulating leader, like the innovative Roger Srnith at General Motors Corporation, can articulate a shared vision of jointly acceptable possibilities. This is not to say that transformational leaders are always prosocial in their efforts, for some fulfill grandiose dreams at the expense of their followers.
Despite the many successes with management development programs and the leadership development programs in our military academies, many executives still jFeel that leadership is like the weather -something to talk about, but about which not much can be done. Others say leadership ability is mystical-one needs to be born with it.
In fact, much can be done to improve leadership in an organization and to change the presiding style from transactional to trari?;-formational. The overall amount of transformational leadership in an organization can IHe increased substantially by suitable organizgitional and human resources policies. The neiv model of transformational leadership presents opportunities for enhancing a corporation's image and for improving its success in recruitment, selection, and promotion. This model also has implications for the organizqition^s training and development activities ar^d for the design of its jobs and organizational structure.
Implications for Corporate Image
It is no accident that many of the firmis identified in Tom Peters and Robert Waterman's In Search of Excellence (Warner Books, 1982) as excellently managed have large nundbers of transformational leaders. Conversel]i the poorly managed "dinosaurs" among the firms they describe need to implement a loit more transformational leadership. A firriii that is permeated with transformational leadjership from top to bottom conveys to its owix personnel as well as to customers, suppliersi, financial backers, and the community at largt that it has its eyes on the future; is confidentj: has personnel who are pulling together for thi common good; and places a premium on its intellectual resources and flexibility and oii the development of its people.
Implications for Recruiting
Increasing transformational leadership within the organization may help in recruitm ent. Candidates are likely to be attracted ta an organization whose CEO is charismatic and enjoys a public image as a confident, suc-i 25 cessful, optimistic, dynamic leader. In addition, prospects are likely to be attracted by interview experiences with other members of management who exhibit individualized consideration. More intelligent prospects will be particularly impressed with intellectually stimulating contacts they make during the recruiting and hiring process.
Implications for Selection, Promotion, and Transfer
Since we can identify and measure the factors associated with transformational leadership, these factors should be incorporated into managerial assessment, selection, placement, and guidance programs -along with related assessments of relevant personal dimensions and individual differences. Somewhat more transformational leadership is generally expected and found as managers move to successively higher levels in the organization, but it is reasonable to expect that an individual's performance at one level will be similar to his or her performance at the next. Direct reports, peers, and/or supervisors can be asked to describe the manager's current leadership with the Multifactor Leadership Questionnaire; their responses should be considered when decisions are made regarding a manager's promotion or transfer into a position of greater supervisory responsibility. Feedback from these results can also be used for counseling, coaching, and mentoring.
Further, the organization can tap the personal characteristics and strengths that underlie the manager's transformational behavior. Charismatic leaders are characterized by energy, self-confidence, determination, intellect, verbal skills, and strong ego ideals. Each of these traits can be assessed in individual managers. Similarly, we can assess some of 26 the traits underlyirig individualized consideration, such as coaching skills; preference for two-way, face-to-face communication; and willingness to delegate. Again, in the area of intellectual stimulation, candidates for promotion could be assessed with an eye toward the type of intellectual stimulation -general, creative, or mathematical -that would be most effective at the higher level of management. Appropriate intelligence tests may be used to select intellectually stimulating candidates.
Research findings indicate that when employees rate their managers on the MLQ, they describe new business leaders as significantly more transformational than established business leaders. Thus MLQ scores can be used profitably to identify executives to head new ventures.
Implications for Development
A management trainee's first supervisor can make a big difference in his or her subsequent career success. For example, six years after they joined Exxon, many managers who were highly rated by their supervisors reported that they had been given challenging assignments by their initial supervisor (i.e., they had received individualized consideration). Many had been assigned to supervisors with good reputations in the firm. It is important to note that managers tend to model their own leadership style after that of their immediate supervisors. Thus if more higher-ups are transformational, more lower-level employees will emulate transformational behaviorand will be likely to act as transformational leaders as they rise in the organization.
Organizational policy needs to support an understanding and appreciation of the maverick who is willing to take unpopular positions, who knows when to reject the conventional wisdom, and who takes reasonable risks. For example, when R. Gordon McGovern took over as president of Campbell Soup, he introduced the "right to fail" policy, which shook up the stodgy organization. On the other hand, the fine line between self-confidence and obstinacy needs to be drawn. The determined Winston Churchill who contributed so much to the survival of Britain in
shown that leaders at all levels can be trained to be charismatic in both verbal and nonvei^-bal performance. Successful programs have been conducted for first-level project leaders in hi-tech computer firms as well as for senior executives of insurance firms.
That transformational leadership can be increased through training was verified in
C(Transformational leadership can he learned, and it can-and should-be the subject of management training and development. Research has shown that leaders at all levels can he trained to he charismatic . . !'
1940 wa$ the same Churchill whose obstinacy contributed to the mistakes in 1941 of failing to prepare Singapore adequately and of committing British troops to unnecessary disaster in Crete iand Greece.
Intellectual stimulation also needs to be nurtured! and cultivated as a way of life in the organization. The "best and the brightest" people should be hired, nourished, and encouraged|. Innovation and creativity should be fostered at all levels in the firm.
Implicatijins for Ihiining
Despite conventional wisdom to the contrary, transformational leadership is a widespread phenomenon. True, more of it occurs at the tof) than at the bottom of an organization; but jit has also been observed by many employees in their first-level supervisors. Transformatioijial leadership can be learned, and it can -anc should -be the subject of management traijiing and development. Research has an experiment when Multifactor Leadershiid) Questionnaire scores were obtained on shop supervisors from their trainees, who were int mates in minimum, medium, and maximumŝ ecurity prisons. The supervisors worked directly with the inmates in industrial shops to produce various products for sale within and outside the prison system. The experim ent compared four groups of supervisors oili their pre-and post-training effectiveness iii various industrial and vocational shops in the prison. One group was trained in transformzitional leadership, one group was trained in transactional leadership, one was untrained but measured "before and after," and one was untrained and measured only "after." The per J formances of both trained grovips improved, but in comparison to the three other groups of supervisors, those who were trained in transformational leadership did as well oi' better at improving productivity, absenteeism, and "citizenship" behavior among the inmates; they also won more respect from the inmates.
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TRAINING MANAGERS
Practical training that teaches people how to be transformational is similar to that used in the Xerox RPG strategy to modify management style. A counselor, mediator, or supervisor gives a manager a detailed, standardized description of his or her transformational and transactional leadership performance as rated by the manager's employees and/or colleagues. The Muitifactor Leadership Questionnaire is used for this purpose. The manager also sees a chart showing the effects of his or her leadership on employee satisfaction, motivation, and perception of organizational effectiveness. Anonymity is maintained, although the manager sees the individual differences among the responses.
Participating managers complete a parallel questionnaire about their own leadership. The discrepancies between how they rate themselves and how their employees rate them may be examined scale-by-scale and item-by-item. The counselor may pose such questions as: "Why do you think you gave yourself a much higher score than your employees gave you in individualized consideration?" and "Why did your employees disagree with you on how rapidly you get to the heart of complex problems or the extent to which they trust you to overcome any obstacles?" It is important for managers to be aware of and accept their employees' view of their performance. A study of United States Naval officers found that those who agreed with their direct reports about their transformational leadership behavior were also likely to earn higher fitness ratings and recommendations for early promotion from their supervisors.
The manager and the counselor discuss in detail why certain results may have appeared and what can be done to improve ratings. For example, a manager may be asked: "What 28 specific behavior on your part makes your employees say they are proud to work with you?" or "What have you done that results in your colleagues' saying you foster a sense of mission?" The collected responses to these questions can create a useful picture of what the manager can do to raise his or her performance on particular items.
In addition to working individually with a counselor, the manager also may participate in a workshop with other managers who are working toward becoming more transformational leaders. Workshop participants who received high ratings from their employees on a particular item are asked what they, the participants, specifically did to achieve these ratings. Questions might include: "Why did all of your employees say that you frequently enabled them to think about old problems in new ways?'' or "Why did they all say that you increased their optimism for the future?'
Conversely, questions may focus on why a participant's employees varied widely in their ratings. If the data printout shoivs a wide divergence of opinion about whether a manager made the employees enthusiastic about assignments, he or she might be asked to suggest possible reasons for such differences of opinion among the employees.
Other Approaches to Training
Several other approaches to teaching transformational leadership make use of the specific data gathered in the workshop. For instance, participants are asked to think of an effective leader they have known and the behavior the leader displayed. Many examples of charisma, individualized consideration, and intellectual stimulation are usually noted. The effective leaders who are mentioned typically come from many levels inside and outside the organization; the workshop leader may point out that transformational leadership is neither particularly uncommon nor limited only to world class leaders. Moreover, these leaders' specific behaviors can be described, observed, and adopted. After viewing videotapes of charismatic, individually considerate, and intellectually stimulating managers in action, workshop participants may be asked to create their own scenarios and videotapes, in which they emulate the transformational leaders they have observed. The other participants may then offer critiques apd suggest improvements.
The workshop also aims to increase other aspects of transformational leadership. The transf orrnational leader develops and changes the organizational culture, and to show participants that they have such capabilities, the • I am going to sit down with all my errjployees and review these data with them.
• I am going to ask for another "reading" in a year; in the meantime I will try to reduce the discrepancies between where I am anfl where I should be.
• workshop leader asks them to imagine what the orgafiization might be like in tv/o to five years if \t were fully aligned with their own ideas arid interests. Then, in small teams based ori their actual functions at work, they proceed to redesign the organization.
Similarly, training in mentoring can be used to promote the transformational factor of individualized consideration. For example, one participant can counsel another while a third acfs as an observer and a source of feedbacl^ about the performance. And many creativity exercises show a manager how he or she c^n be more intellectually stimulating. Action ptans emerge from workshop sessions. Example^ include the following: 600 such courses were being offered, according to a recently completed sun/ey of collegesj. The Center for Creative Leadership holds conlferences on leadership courses in undergraduiate education, most recently in the summer of 1986. The subject of transformationajl leadership also has been added to leadership courses at the U.S. Air Force Academy ajt Colorado Springs. In one such course, botii faculty and students examined how Air Forcfe officers who are transformational leaders serve as role models for cadets. Scales from the Multifactor Leadership Questionnaire were used to show that the transformational leaders among the instructors and staff provided role models for their students. The 29 faculty and students discussed the questionnaire results and their implications.
Clearly, training cannot turn a purely transactional leader into a transformational leader. Moreover, some managers, while striving to be transformational leaders, misuse their training; their pseudotransformational efforts only further the manager's self-interest and values. Under the influence of such a manager, employees can be misdirected away from their own best interests and those of the organization as a whole. In one such case, Donald Burr of People's Express Airlines displayed many transformational qualities that rapidly built and then rapidly ruined the firm.
For too long, leadership development has been seen as mainly a matter of skill development. But leadership-particularly transformational leadership -should be regarded as an art and a science. It is encouraging to see that the Council for Liberal Learning of the Association of American Colleges now sponsors week-long conferences on leadership for scholars, prominent citizens, and national leaders.
Implications for Job Design and Job Assignment
As we have noted earlier, the results of a study of Exxon managers showed that highly rated managers had had challenging tasks delegated to them by their supervisors when they first joined the company. Jobs can -and should -be designed to provide greater challenges. Delegation with guidance and followup can become an individualizing and developmental way of life in a firm.
Transformational leaders show individualized consideration by paying attention to the particular development needs of each of their employees. Employees'jobs are designed 30 with those needs in mind, as well as the needs of the organization. One employee needs experience leading a project team. Another needs an opportunity to reinforce what she has learned in an advanced computer programming class. Their transformational leader assigns them tasks accordingly.
Leaders can be intellectually stimulating to their employees if their own jobs allow them to explore new opportunities, to diagnose organizational problems, and to generate solutions. Leaders whose jobs force them to focus on solving small, immediate problems are likely to be less intellectually stimulating than those who have time to think ahead and in larger terms.
Implications for Organizational Structure
Transformational leadership is not a panacea. In many situations, it is inappropriate and transactional processes are indicated. In general, firms that are functioning in stable markets can afford to depend on their "oneminute" managers to provide the necessary, day-to-day leadership. If the technology, workforce, and environment are stable as well, then things are likely to move along quite well with managers who simply promise and deliver rewards to employees for carrying out assignments. And in stable organizations, even management-by-exception can be quite effective if the manager monitors employee performance and takes corrective action as needed. Rules and regulations for getting things done, when clearly understood and accepted by the employees, can eliminate the need for leadership under some circumstances.
But when the firm is faced with a turbulent marketplace; when its products are born, live, and die within the span of a few years; and/or when its current technology can become obsolete before it is fully depreciated; then transformational leadership needs to be fostered at all levels in the firm. In order to succeed, the firm needs to have the flexibility to forecast and meet new demands and changes as they occur -and only transformational leadership can enable the firm to do so.
Problems, rapid changes, and uncertainties call for a flexible organization with determined leaders who can inspire employees to participate enthusiastically in team efforts and share in organizational goals. In short, charisma, attention to individualized development, and the ability and willingness to provide intellectual stimulation are critical in leaders whose firms are faced with demands for renewal and change. At these organizations, fostering transformational leadership through policies of recruitment, selection, promotion, training, and development is likely to pay off in the health, well-being, and effective performance of the organization.
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